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Dear Applicant: 

W e  have considered your a p p l i c a t i o n  for recogni t ion  of 
nvcr-.n+: r- Cr-, E , J - - - l  - - - -  .--  L -  - .  
-a+-e p---.rr LLUbAILA A A A b u . ~ ~  LQA L ~ A A J ~ L  b e ~ L i o n  5 i r l l a j  or cne 
I n t e r n a l  Revenue Code a s  an organiza t ion  descr ibed in  s e c t i o n  
5 0 1  (c) (3) . Based o n  t h e  information submitted, w e  have concludt d 
t h a t  you do c o t  qual i fy  f o r  exemption under t h a t  s e c t i o n .  

T h e  information submitted i n d i c a t e s  t h a t  yoc were 
incorporated under the laws of  ****  a  on ******  * *  ****  t o  b t 
e f f e c t i v e  ******  *  **** .  You w e r e  e s t ab l i shed  t o  adminis ter  
and oversee a comprehensive p e d i a t r i c  primary care program f o r  
qual i fy ing  c h i l d r e n  i n  * * * * * *  ***  ** **  ****** *********  ** 
*****  *** ***********  ******* ****) * You have en te red  i n t ~  
a c o n t r a c t  with ****  t o  manage and coordinate  a comprehensive 
p e d i a t r i c  prinary care project a s  part of *** ' ********  ******** 
******* ************  **** ******  . Pursuant t o  t h e  * * * * * *   
**** ******* * * *   Plan, ****  e n t e r s  i n t o  agreements w**  
non-profit groups or  with p e d i a t r i c i a n s  o r  p e d i a t r i c  p r a c t i c e  
groups t o  provide primary c a r e  se rv ices  t o  q u a l i f y i n g  chi ldran ,  
pr imar i ly  those p a r t i c i p a t i n g  i n  t h e  ****  program. 

You e n r o l l  ch i ld ren  in  the program and schedule them with 
p a r t i c i p a t i n g  physicians.  You b i l l  ****  and t h i r d  par ty  payers, 
such a s  Medicaid o r  p r iva te  insurance,  and pay p a r t i c i p a t i n g  
physicians f o r  t h e i r  serv ices  from c o l l e c t i o n  of t h i rd  p a r t y  anti 
*** b i l l i n g s .  You have entered  i n t o  cont rac ts  w i t h  a number of 
physicians t o  provide  primary c a r e  se rv ices  f o r  the e n r o l l e d  
chi ldren.  

You a r e  a membership organizat ion.  Membership i s  based upcn . 
an i n v i t a t i o n  t o  membership by unanimous vote  o f  t h e  Board of 
Directors .  Any member may be divested of membership w i t h  o r  
without cause by a majority vote  of t h e  Board o f  Directors. 
Members must meet t h e  q u a l i f i c a t i o n s  of p a r t i c i p a t i n g  physicians,  
but  p a r t i c i p a t i n g  physicians do no t  need t o  be *****  rs. 
Current ly,  you have **  r members, including t h e  * * *   regular 
members of your Board of Directors .  , 

You a r e  managed by your Board of Directors.  Tha * * *   
regular  d i r e c t o r s  a r e  e l ec ted  by your members. In addi t ion,  the 
Nurse Direc tor  ** ******* * * * * * *  ***  is an ex o f f i c i o  member of 
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purposes  i f  s h e  d o e s  n o t  a t t e n d  and her co;.,,,,, ,, .,,, ,,,,,,,, 
for any vote o t h e r w i s e  r e q u i r e d  t o  be mandatoxy. 

* * * * *  *** ******** **** . is your  founder  ~raeia-n+ 
T r e a * * * *  *** ******* * * * e t o r ,  a s  w e l l  a: 

- -- ---- ------a 

Dis t r i c t  Medical  ~ i r e c t o r  ?or ******  ***** * * * * *  **. **- 
*******  will b e  paid a s a l a r y  ** * * * * * * * * * * * * * **** *  r  : 
* * * * *  s  a s  Hed ica l  Director. H e  * * *  * e v o t e  approxim, 
A T * .  ,..-- - - - - - -  

I 
-- A ,-& nGF;h, UL 2S.1; oi nis t i m e ,  t o  you. * * * *******  ,,,, , 

I c o n t r a c t e d  w i t h  you a s  one  of the  ~hvs ic i*** ****  *** ** n - A i  a 

* *  * , * --- ---- 
member o f  your Boar* ** ******** H e  is also tb- 
District Medical  D i r e c t o r  f o r  ***** * ***** * * * * *  
e n t e r e d  i n t o  a c o n t r a c t  with****** * * *  r  a c  nn- -9 

* - -- ------ --------A -. 
your  other member ,  a s  w e l l  a s  with p h y s i c i a n s  who a r e  neithe:. 
d i r e c t o r s  n o r  m e m b e r s .  

You expect t h a t  y o u r  primary s o u r c e  o f  revenue w i l l  be +he 
pa-ynents from t h e  c o n t r a c t  w i t h  ***  . You w i l  l a1 s n  P - P P O ~ T I O  

~ -- - - ---- --- 

! 
---r-*urzvA . . o p e r a t e d  exc lus ive ly  for c h a r i t a b l e ,  s c i en t l f l c  c-  --------... 

purposes ,  provided no p a r t  of the  c o r p o r a t i o n ' s  n e t  e a r n i n g s  
1 i n u r e s  to  the b e n e f i t  of a n y  p r i v a t e  shareholder nr i n r l i v i d i r a l  

- --z--*--------- 

i n  s e c t i o n  501(cj (3) o f  t h e  Code, an organization m u s t  ,, ,-. 
organ ized  and o p e r a t e d  e x c l u s i v e l y  f o r  one  or more o f  t h e  
p u q i o s e s  s p e c i f i e d  i n  s u c h  s e c t i o n .  If a n  o r g a n i z a t i o r  
m e e t  e i t h e r  t h e  o r g a n i z a t i o n a l  test o r  t h e  o p e r a t i o n a l  .---, -- 
is not  exempt. I 

1 S e c t i o n  1.501 (c) (3)  -1 (c) (1) of the r e g u l a t i o n c  n ~ f i l p ; d - -  

I an o r g a n i z a t i o n  w i l l  b e  regarded  as o p e r a t e d  excl 
i 

o r  more exempt p u r p o s e s  o n l y  i f  it engages primax--, 
a c t i v i t i e s  which accompl ish  one or  more exempt p ~ r - n - ~  k r l f  - r J l l  I 
n o t  be s o  regarded if more than  a n  i n s u b s t a n t i a l  ,,,, ,, ,,, 
a c t i v i t i e s  is not i n  f u r t h e r a n c e  of an e x ~ m n f  ~ l ~ ~ r n n = -  I 



********  ****** * * *******   
****** ***  

Sect ion 1.501(c) (3) -1 (d) (1) (ii) of the  regu la t ions  provides 
t h a t  an organizat ion is n o t  organized or  opera ted  exclus ive ly  f o r  
one o r  more exempt purposes unless it s e r v s s  a p u b l i c  r a t h e r  than  
a p r i v a t e  i n t e r e s t .  The organizat ion must e s t a b l i s h  that it is 
n o t  orgmized or operated f o r  t h e  benef i t  o f  p r i v a t e  i n t e r e s t s ,  
such a s  designated i n d i v i d u a l s ,  the c r e a t o r  o r  h i s  family,  
shareholders  of t h e  organizat ion,  o r  persons con t ro l l ed ,  d i r e c t l y  
or i n d i r e c t l y ,  b y  such p r i v a t e  i n t e r e s t s .  

Section 1.501(c) (3) -1 (d; ( 2 )  of t h e  r e g u l a t i o n s  provides t h a t  
t h e  term " ~ h a r i t a b l e ' ~  is used i n  sec t ion  5 0 l ( c )  (3)  of t h e  Code i n  
its qenera l ly  accepted l e g a l  sense. The promotion of h e a l t h  h a s  
long'been recognized a s  a c h a r i t a b l e  purpose. See Restatement 
( S ~ c o n d )  of  T r u s t s ,  s e c t i o n s  368, 372; I V  S c o t t  on Trus t s ,  
s e c t i o n  368, 3 7 2  ( 3 r d  Ed. 1967); and Revenue Ruling 69-545, 
1969-2 C . B .  1 1 7 .  

You a r e  organized and operated pr imar i ly  f o r  the benef i t  of 
t h e  m e m b e r  and p a r t i c i p a t i n g  physicians,  rather t h a n  f o r  a publ ic  
surpose  . Your primary a c t i v i t y  is providing admin i s t r a t ive  
s e r = f e e s  on behalf  cf t h e  p a r t i c i p a t i n g  physicians.  **** may 
c o n t r a c t  directly with t h e  physicians or through you t o  provide 
t h e  primary c a r e  serv ices  f o r  qual i fying ch i ld ren .  By providing 
t h e  b i l l i n g  and c o l l e c t i o n  services f o r  t h e  p a r t i c i p a t i n g  
physicians,  you reduce t h e i r  adminis t ra t ive  burden i n  connection 
w i t h  t h e i r  sexvices f a r  ***  . I n  addi t ion ,  you b e n e f i t  t h e  
p a r t i c i p a t i n g  physicians by b i l l i n g  and c o l l e c t i n g  from t h i r d  
p a r t y  payers, such as Medicaid and p r i v a t e  insurance,  and 
remi t t ing  t h e  payments t o  t h e  physicians. Therefore,  you a r e  
serv ing  t h e  p r i v a t e  i n t e r e s t s  of t h e  p a r t i c i p a t i n g  physicians,  
r a t h e r  than  t h e  p u b l i c  i n t e r e s t .  

Accordingly, y o u  dc  no t  qual i fy  fo r  exemption from federa l  
income t a x  under sec t ion  501 (a)  o f  the Code a s  an  organizat ion 
descr ibed i n  sec t ion  501(c) ( 3 ) .  Contr ibut ions t o  you a r e  not 
deduc t ib le  under sec t ion  170 of t h e  Code. You must f i l e  f ede ra l  
income t a x  re turns .  

Yoc have t h e  r i g h t  t o  p r o t e s t  th i s  r u l i n g  i f  you be l ieve  it 
i s  incorrec t .  T o  p r o t e s t ,  you should submit a s ta tement  o f  your 
v i e w s ,  with a f u l l  explanat ion  of your reasoning. This 
s ta tement ,  s igned by  one of  your o f f i c e r s ,  must be submitted 
wi th in  30 days from t h e  d a t e  of t h i s  l e t t e r .  You a l s o  have a 
r i g h t  t o  a conference i n  t h i s  o f f i c e  a f t e r  your s ta tement  is 
submitted. You m u s t  request  the  conference, i f  you want one, 
when you file your p r o t e s t  statement. If you a r e  t o  b e  
represented by someone who is not one of your o f f i c e r s ,  t h a t  
person w i l l  need to f i l e  a proper power of a t torney  and otherwise 
qua l i fy  under our  Conference and P rac t i ce  Requirements. 
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I f  you d o  n o t  p r o t e s t  t h i s  ruling i n  a t imely manner, i t  
w i l l  be considered by t h e  I n t e r n a l  Revenue Service a s  a f a i l u r e  
t o  exhaust a v a i l a b l e  adminis t ra t ive  remedies. Sec t ion  7428(b) ( 2 )  
of t h e  Code provides,  in pa r t ,  t h a t  a declaratory judgement or 
decree under t h i s  s e c t i o n  s h a l l  n o t  be i ssued  i n  any proceeding 
un less  the United S t a t e s  Tax Couzlz, t h e  United S t a t e s  C o u r t  of 
Federal Claims, or  t h e  District Cour t  of t h e  United S t a t e s  for 
t h e  D i s t r i c t  of Columbia determines t h a t  t h e  organiza t ion  
involved has exhausted a a i n i s t r a t i v e  remedies ava i l ab le  t o  i t  
wi th in  the I n t e r n a l  Revenue Service. 

become f i n a l  and copies  will-be forwardeda to-  your Key ~ i s t r i c t  
Director  in  At lan ta ,  Georgia. Thereaf ter  , any quest ions about  
your f ede ra l  income t a x  s t a t u s  sho~:ld be addressed t o  t h a t  

a c t i o n  i n  ?;ccordance w i t h  sec t ion  6104(c) of t h e  Code. 

When sending add i t iona l  letters t o  u s  wi th  r e spec t  to t h i s  

Attn: *********  ***** **** 
In te rna l  Revenue Service 
1111 Const i tu t ion  Avenr.~e, N.W. 
Washington, D.C. 2 0 2 2 4  

I f  you have any questions,  p l e a s e  contac t  t h e  person whose 
name and telephone number a re  shown i n  the heading of t h i s  

*****  ******* ' 

* * * * *  ** ***   
Chief, Exempt Organizat ions 

Rulings Branch 4 



********* ****************** * 
***********  

cc: ******** ** ******  
***** ******  * * * * * * * * * ** ***** 

c c :  ***  ******  
Attn: EO Group 

cc: S t a t e  O f f i c i a l s  of ******  

* * * * * * * *************************


